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Czechoslovekis, at the present time [april 19427 is grestly in need of foreign
exchange to finsnce imports of vitally essentisl mmterinls. In April 1949

the Pinance Ministry estimeted thet Czechoslov~kia hed s totsl of four billion
Czechoslovak crowns, or US$80 million, in foreign exchsnge of all Western
currencles on 1 Jen 49. It was then computed that this would maintain the
schedule of imports laid down in the economic plen for ten months. However,
by the beginning of April, the Western foreign exchange hed shrunk to l.4
billion Czechoslovak crowns, or less then US$30 million. It was then: estimated
thet this would be spent in two nonths, thus exhsusting the totsl on hond =s
of 1 Jan 49 in five months instend of the estimrted ten.

Most important materisl short~ges in Czechoslovakis sre non-ferrous metnls.
These nre first on the list of desired imports from the US =s emphasized by
the fac{ that the Czechoslovak Govern-ent was willing to consider paymant of
US cleime in order to open up such imports. This shortage did not become mcrén
until mid-1948, for, in the later part of World War I1, Germsny hod shipped
large quentities of reserve supplies into Morsavis when thet territory wes
selected as part of Germsny's last stend srer. In addltion, there were some
imports from Yugoslavia, but now these imports h-ve stopped. Czechoslovskis
hps one =mall le~d mine where production costs ~re very high. There are, as
well, one smnall silver mine snd » small g€0ld mine where production costs asre
100 times the world price. The latter is in operation and 4,000 people are
_employed thers. )
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The difficulty in building uwp hervy industry is illustrated by the cnse of
the Trynec steel plant, which wns being dbuilt about =ix miles from the Zlin
plont. It was to be built by Brown-Boveri ont of » surplus mill from the U8
spd two blest furnnces from the.Hermann Goering Works in Germany. It.-w=s to
have . nssembled bsll bearines. ‘Mr Jncinsky deslt with the US ~n this in 1947.
NVow the.plant is belng held ap for want of five or six milliorn Aollars worth

e ~Ch : ie ] ; & 1 i f sti -
8£CQ§02,°$%%e¥ﬁis aili n%%n%%e%o%%i%i%ﬁlete thg project out of uomestic pro
Thers ~re two schcols of thought =8 to the degree of essentinlity of Swedish

. ore for the Czechoslovak iron industry. One school naintains the loss of this

64

7’

ore would be cnlomitous. The other holds Swedish ore to be essentisl only in
the manufacture " ~cvt-in tools, wherefore (zachoslovakls is not largely
dependent on this supplys Ia 1945, when ore deliveries were not made for »
ghort time, whers wns = shortage of Swedish ore snd USSR ore wss substituted.
The Soviet ore w~s of quite good gu-lity, but the particles were oo fine for
use in the Czechoslovakinn furnsces, so its use wos not too successful. If
Siedish ore were cub off, we would just heve to change our furn~ces, puiting
more holes in. them to supnly more =ir. Some USSR ore cen Ye mizxed in end

used in the furn~ces »s they now operate. There was a short period vhen the

Czechoslov~"-= had no Swedish crowns% which wae the only time when thére wes
no supply of Swedish ore, '

Screp metel is short, but old tanks, cors, »nd guns sti1l are to be sean ~11
over the country. Now, however, they »re too rusted for use. There was a
discussion, for some time, as to who owned this milit-ry equipment,
Czechoslovakis or the USSR, ' Now school campsigns are conducted to collect all
kinds of scrsp, even old glass which cen be remelted for the poorer gr-des of
glasa,

Gold stocks sre Very low, =nd little hss heen coming in. |:|p'bout I?S$625X1
million worth wes received from Germsny. As to totels, I helieve the weekly
published"figures sre relisble. Some was sold to the Netherlands »nd
Switzerland when purchrses were being made to obtain goods indirectly through

A‘_théé countries. [ b1l tradsections were official and »t official .rices.

_Also, some gold was given %o the Weinmsnn femily, which emigrsted *n the eorly
1930!'s and lonned gold to the Czechoslovsk Governm~~t. Mhir was repaidf?n(19h6°
lt

It wes n direct trenssction between individualr. and |
that wae not » stroight operstion through =nd buiwoen banks.

e ggﬁ,]one

ngeﬁoéloVnkie's trade with Yugosln#&a »nd the USSR eggreg-ted 20 billion

:*"Czechoslovak crowns out of an annunl tot=1 of 35 billions in 1947, while tr-ce
~ with other Iron Curtnin stetes hes suffered. In 1947, the USSR delivered 13

billion Gzechoslovek rowns warth af ~asds to Czechoslavakis, more then one-

third the total of 0z choslovnk exports. Ogechoslovakia h~d to deliver mostly
metal goods. The h-_dest orders to fill were those for tuhe= snd pipes. USSR
requirements tock the entire cmp-city for production of smeller diameters of pipe.
For some resson th~t I do npt vnderstnd, it is necess-~ry-to produce smnller

and lsrger diemeter plpe in ~» more or less fixed ratinr. - Consequently there woe
tremendous overproduction of lsrge-dimmeter pipe, =~nd now worehouses »re full

of such items with no customers. The Ozechoslovak-Yugosl~v trade Bgreement ecnlled
for the exchsnge of seven biliion Czechoslov-k growns worth of goods. PAland
virtualls =tammed deli-=erina +o Ozechosloyekia, however, =s did Sweden nnd the
¥etherlandsy snd Czechoslovakie-owes these n~tions more the~ she ~an.possib'y payms
The price decline, which started in 1948, ndded to Czechoslovsk “ifficulties.

She h~d bought heavily at the top o” the market snd was faced with the necessity
of mnking deliveries in psyment of these purchnsés, the deliveries being ~t the
lower prices following the decline. It was reported th~t Czechoslovakin sust~ined
n net loss of three billion crowns in selling ~t drooping nrices t0 nav for
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~ items bought »t the pesk.
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9, There >re " severhl ressons that can he given for the melfing ~way of foreign

e;cnﬂnge ..

(2) Shortege of non—fe:rous mﬁtpls hne delayed d@liveries of mnchinery
for hervy industry. “

{+) Cheap cotbon bought from Pakistsn has proved %0 inferior that a

’ large proportion of Tzyotisn aptton hed to bs ndded in order to mnke
cloth nt a1Y;-pnA” ‘$his required hesvy ndditionsl purcheses of
'Egyptinn cottor for hard currency.

(c) In 1948. a half-blllion Ozechoslovek crowns worth of flax had been

- purchased from Frence with the expect-tion thet the linen produced

thereform would bring in between three an® four uillion crowns in
¢xchangz when it wsz re-sxported. Throus. ..me errcr or mischrnce,
which the Communist Perty sttributes *r ssbotege, tot~l exchange
esrned by processing this flex wr: 120 uilliancrowns.

. (&) A smnrller item (80 million francs w. -th) concerned the Tudor, a

10.
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low-priced automobile, produced with four Bhuoett S0 70 o tah ward.
later corretted,. Because of Hr ~{gidity eof the plan 1t was imposaible
“to stov m""':mt on after the dbugs wer: discovered. out kmowledge of
the buga circulsted, ~long with informetion that = new, iwprnve&
‘model was forthecoming: Consequently, the 80 million. crowns worth

© beceme o drug on the market »nd no one in Europe would buy one of
the modela.,

In nﬂﬁibion 2 grent ‘deal of the ui ficulty ip the Czechoslovek export business
stems from the nptionﬂli"oticn of industries in ‘the country =fter the Februsry
1948 Corm. Before the Coup, there were 3,000 firms in Czechoslovnki~ jn some
wey connected with the- export business, I VLelieve proportionntely more then in

any other. country in thé world. Thére were severnl hundred such firme - ihe
glass industry rlone, also in the ceramics industry. [ 120 such firms 25X1

[;:::::;Pn the chemical field in the single city of Prague. There ~re nine
i

rns dealing with the sinsle =-osduct, borsx. After the Februory Coup, »ll the
firms were swept into t'e State -nopolies, »nd into complete confusicn. Ci il
servants with no backgroun: .a the field to which they were assiganed would de
‘in charge of a whole export industrys They didn't know what to do and often did
not care whether anything wss done st all. A letter of inguiry would come to =
firm thet no longer existed snd might not even be =snswered. ZEven if 1t were
transmitted up to the proper section of the ministry, the people who received it

_would not know what to do sbout it. Then, even when orders were shipped out,

the new people would not know haw to do 1%, snd, =8 s result, a lot of goods

were retqrned o8 unsntisfactorv All this involved renlly big business. - For
example, the glass industry, slone, had previously been exporting more then

four billion erown: worth of prodnnt- a year. Finolly, it weos decided to re- )
establish about 2% of the old firms in order to recepture the business thnt was .. -
being lost. 1In sl. this, ‘the Finance Ministry was » kind of watchdog, =and the *
troubles »~nd difficultias come up to it,l | The way 5
At worked ouﬁ JWhen natign-lizetion was pv* into effect: » man would be nppoing%
deputy for ‘«n¥, ‘the ‘glass industry, ‘He would ¢»1l vp =1l the old firms snd.say,

"I am your s~dministrator. From now on you are to deal through me. I =m too Tusy.
Goodbye." Al’ business would come to » standstill, Goods would be unpaid for,
unsccounted for, and no one would know where stocks were. | |from
the Argentine w=s in the nrtificirl silk business and hsd orders to fill for 25X1
South Africe. - No one w~s =ble to tell him what stocks were aveilable or where

in Czechoslovakin they were located.
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